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PREFACE 

The  Property  Tax  Study  Committee  was  established  by  House 
Bill  258,  enacted  as  Chapter  943  of  the  1981  Session  Laws  (See 
Appendix  1) .   The  Committee  consists  of  fifteen  members  with  five 
members  of  the  Senate  appointed  by  the  President  Pro  Tempore  of  the 
Senate,  five  members  of  the  House  of  Representatives  appointed  by  the 
Speaker  of  the  House,  and  five  public  members  appointed  by  the  Governor. 
A  list  of  the  membership  and  staff  of  the  Committee  is  shown  on  Appendix  2 

Chapter  943  instructs  the  Committee  to  "make  a  detailed  and  com- 
prehensive study  of  the  efficiency,  effectiveness  and  fairness  of  the 
property  tax  system  in  North  Carolina".   Specifically,  the  Committee 
was  directed  to  study  the  following  matters: 

(1)  All  preferential  exemptions,  exclusions,  and  assessments 
and  the  taxation  of  public  utility  property  in  order  to 
determine  whether  the  current  property  tax  system  is  fair 
and  equitable; 

(2)  The  efficiency  and  equity  of  procedures  for  listing  and 
collecting  taxes  on  both  real  and  personal  property;  and 

(3)  The  octennial  system  of  real  property  revaluation  and  the 
feasibility  of  assisting  counties  in  conducting  more  fre- 
quent revaluations . 

The  legislation  requires  the  Committee  to  submit  a  final  written 
report  to  the  1983  session  of  the  General  Assembly  on  or  before 
February  1,  1983.   However,  the  bill  does  allow  the  Committee,  at  its 
discretion,  to  submit  an  interim  report  to  the  1982  session  of  the 
1981  General  Assembly. 

The  appointments  to  the  Committee  were  made  in  August,  1981. 
The  organizational  meeting  was  held  on  September  16.   Since  that  date, 
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five  1-day  meetings  and  one  2-day  meeting  have  been  held.   All  of  the 
meetings  prior  to  the  May  meeting  have  been  for  the  purpose  of  obtaining 
ideas  and  discussion  regarding  the  property  tax  system  from  a  number  of 
affected  parties.   The  Committee  has  heard  presentations  by  its  staff 
counsels  and  property  tax  specialists  with  the  Institute  of  Government, 
the  Director  and  other  members  of  the  Ad  Valorem  Tax  Division  of  the 
Department  of  Revenue,  and  the  Fiscal  Research  Division.   On  two 
separate  occasions  representatives  from  the  North  Carolina  Association 
of  County  Commissioners  and  the  North  Carolina  League  of  Municipalities 
spoke  to  the  Committee;  also,  the  Committee  received  comments  from 
numerous  county  and  municipal  elected  officials  and  staff.   Finally, 
the  Committee  has  heard  from  a  wide  variety  of  individuals  and  groups 
affected  by  the  property  tax.   A  full  list  of  persons  appearing  before 
the  Committee  is  contained  in  Appendix  3. 

At  the  May  14  meeting  the  staff  Counsel  to  the  Committee  and  the 
Chairman  of  the  Property  Tax  Commission  outlined  specific  short-term 
and  long-range  objectives  for  changing  the  property  tax  system.   These 
objectives  were  based  on  earlier  presentations  heard  by  the  Committee. 
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SUMMARY  OF  MEETINGS 

September  16,  1981 
In  an  organizational  meeting  committee  members  expressed  the 
following  concerns  and  suggestions: 

I.  Methods  of  reducing  reliance  on  the  property  tax  by 
the  use  of  alternative  revenue  sources. 

II.  Tax-exempt  federal  and  state  real  property. 

III.  Reduction  in  federal  "impact"  funds  for  public  schools 
in  counties  with  federal  facilities. 

IV.  Octennial  real  property  revaluation  cycle. 

V.  Real  property  revaluation  costs. 

VI.  Skill  level  and  training  of  personnel  in  tax  supervisor's 
office . 

VII.  Differences  in  frequency  of  revaluation  for  real  property 
versus  public  utility  and  business  personal  property  and 
effect  on  relative  tax  burden. 

October  28,  1981 
After  adopting  a  budget  the  Committee  heard  presentations  from 
the  following  speakers : 

I.  JOHN  SANDERS,  DIRECTOR,  INSTITUTE  OF  GOVERNMENT 

Mr.  Sanders  discussed  the  role  of  the  Institute  in  state  and 
local  government  research  and  education  and  the  Institute's  tradition 
of  strong  emphasis  in  property  tax  matters. 

II.  WILLIAM  A.  CAMPBELL,  ASSISTANT  DIRECTOR,  INSTITUTE  OF 

GOVERNMENT  AND  STAFF  COUNSEL  TO  COMMITTEE 
Mr.  Campbell's  primary  area  of  responsibility  in  property  tax 
matters  is  tax  collection.   Mr.  Campbell  discussed  three  collection 
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matters  that  he  felt  deserved  attention: 

A.  THE  POSSIBILITY  OF  ALLOWING  TAXPAYERS  WHO  DO  NOT  PAY 
THEIR  TAXES  THROUGH  A  MONTHLY  MORTGAGE  ESCROW  ACCOUNT 
TO  REMIT  THEIR  TAXES  IN  MORE  THAN  ONE  PAYMENT. 

For  many  taxpayers  the  property  tax  represents  a 
substantial  cash-flow  burden  because  the  entire  annual  tax 
bill  is  paid  at  one  time  instead  of  each  pay  period  (with- 
holding tax)  or  each  time  an  item  is  purchased  (sales  tax) . 
The  problem  is  mitigated  by  some  taxpayers  through  voluntary 
partial  payments;  however,  there  is  no  formal  system  for 
such  payments.   Mr.  Campbell  felt  that  it  might  be  possible 
to  establish  a  regular  schedule  of  two  or  four  payments  per 
year  for  non-escrow  accounts. 

B.  SHORTENING  THE  DIFFERENCE  BETWEEN  THE  DUE  DATE  FOR  TAX 
PAYMENTS  AND  THE  ACTUAL  DATE  WHEN  INTEREST  BEGINS  TO 
APPLY . 

Presently  the  due  date  is  September  1  but  under  the 
law,  taxpayers  may  make  payments  up  to  January  6  without  being 
assessed  a  penalty  or  interest.   The  perception  of  most 
taxpayers  is  that  taxes  are  not  due  until  early  January. 

C.  EXTENDING  THE  PERIOD  FOR  WHICH  A  DISCOUNT  FOR  EARLY 
PAYMENT  OF  TAXES  APPLIES . 

With  a  September  1  due  date  and  the  fact  that  the 
tax  rate  does  not  become  effective  until  July  1,  the  discount 
in  practice  applies  only  to  July  and  August  payments.   Mr. 
Campbell  suggested  the  possibility  of  changing  the  due  date 
to  November  or  December  and  thus  lengthening  the  discount 
period . 
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D.   INCREASING  THE  INTEREST  RATE  ON  LATE  PAYMENTS. 

The  rate  is  now  2%  in  January  and  3/4%  per  month 
(9%  annual  rate)  after  January.   With  short-term  money  market 
rates  well  above  9%,  cities  and  counties  are  in  fact  providing 
low-cost  loans  to  taxpayers. 
III.   JOSEPH  S.  FERRELL,  ASSISTANT  DIRECTOR,  INSTITUTE  OF  GOVERNMENT 

AND  STAFF  COUNSEL  TO  COMMITTEE 
Mr.  Ferrell's  area  of  responsibility  in  property  tax  matters 
is  in  tax  assessment  (listing,  valuation).   Mr.  Ferrell  noted  three 
assessment  matters  that  he  felt  deserved  attention: 

A.   THE  LARGE  DIFFERENCES  IN  RELATIVE  TAX  BURDENS  BETWEEN 
THE  MAJOR  CLASSES  OF  PROPERTY  DUE  TO  DIFFERENCES  IN 
THE  FREQUENCY  OF  PROPERTY  REVALUATION. 

Public  utility  property  is  revalued  annually  at 
100%  of  current  market  value  by  the  State  for  the  whole 
utility  system  and  then  allocated  to  counties  and  cities. 
Also,  personal  property  must  be  listed  annually  at  100% 
of  current  values.   On  the  other  hand,  real  property  is 
revalued  only  once  every  eight  years.   A  1958  Property  Tax 
Commission  recommended  a  mandatory  four-year  revaluation 
cycle  to  replace  the  old  system  of  voluntary  revaluation  by 
counties.   Prior  to  1958,  many  counties  had  not  revalued  for 
decades  and  thus  the  relative  tax  burden  was  far  out  of  line. 
The  19  59  General  Assembly  mandated  an  eight-year  revaluation 
cycle  with  a  mandatory  fourth-year  horizontal  adjustment. 
In  fact,  the  fourth-year  adjustment  has  been  largely  ignored. 
In  the  seven  years  after  the  real  property  revaluation,  the 
level  of  tax  value  of  real  property  relative  to  current 
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market  value  will  decline  while  that  of  public  utilities 
and  business  personal  property  will  stay  at  100%  of  current 
value.   Thus,  the  relative  tax  burden  for  annually-valued 
property  will  rise  relative  to  real  property.   In  the  year 
of  a  revaluation,  the  burden  will  shift  back  to  real 
property  owners  in  one  large  move.   Due  to  the  increase  in 
the  rate  of  inflation  in  recent  years,  the  annual  shift  in 
burden  has  accelerated.   This  trend  has  led  to  the  current 
suit  in  Federal  Court  by  the  railroad  companies  and  the 
1979  legislation  allowing  public  service  companies  to  appeal 
their  assessments  in  the  first,  third  and  seventh  year  after 
a  real  property  revaluation,  if  the  assessment  level  for 
public  service  company  property  is  at  least  15%  higher 
than  that  for  real  property.   The  octennial  revaluation 
schedule  for  real  property,  combined  with  high  inflation 
in  property  values  and  the  attempt  by  tax  supervisors  to 
"catch-up"  on  low  valuations  on  certain  real  property  in 
the  past,  creates  a  "shock  effect"  for  real  property 
owners  each  eight  years. 
Mr.  Ferrell  suggested  three  possible  approaches  for  dealing  with 
problems  caused  by  the  eight-year  revaluation  cycle: 

1.   Revalue  real  property  more  frequently. 

A  study  of  this  option  will  necessarily  involve 
the  questions  of  tax  office  staffing,  use  of  automated 
data  processing  equipment,  and  necessary  market 
information  on  real  estate  transactions. 


2.  Factor  down  the  100%  assessment  level  on  public 
utility  and  business  personal  property  to  the  current 
level  of  assessment  of  real  property  based  on  a 
sales-ratio  study. 

3.  Have  an  annual  horizontal  adjustment  of  all  real 
property  based  on  the  rate  of  increase  in  the 
real  property  class  as  a  whole. 

This  option  would  also  require  current  market 
data  on  real  property  sales . 
B,   THE  DIFFERENCES  IN  THE  ASSESSMENT  LEVEL  BETWEEN  CERTAIN 

TYPES  OF  REAL  PROPERTY,  OTHER  REAL  PROPERTY  AND  PUBLIC 

UTILITY  AND  BUSINESS  PERSONAL  PROPERTY. 

Mr.  Ferrell  felt  that  during  the  revaluation  of 
real  property,  agricultural  and  forest  land  is  usually 
valued  at  a  lesser  percentage  of  current  market  value  than 
other  real  property  and  that  real  property  as  a  class  is 
often  valued  at  less  than  100%  of  fair  market  value  even  in 
a  revaluation  year.   If  real  property  is  less  than  100% 
during  the  revaluation  year,  the  differences  in  assessment 
levels  over  the  next  seven  years  will  be  greater  than  if 
real  property  was  valued  close  to  100%  to  begin  with.   A 
possible  solution  would  be  to  allow  different  assessment 
ratios  for  different  classes  of  property  to  correspond  to 
actual  practice  across  the  state. 
C.   THE  LEGAL  AND  ADMINISTRATIVE  PROBLEMS  OF  THE  LISTING, 

VALUATION  AND  ASSESSMENT  OF  PERSONAL  PROPERTY. 

The  1971  re-write  of  the  Machinery  Act  assumes 
that  the  owner  of  motor  vehicles,  boats,  airplanes,  etc., 


and  household  personal  property  lists  the  property  in 
person  at  the  tax  office  and  that  the  property  is  immed- 
iately appraised.   In  fact,  tax  supervisors  have  worked  out 
systems  to  deal  with  the  valuation  of  different  types  of 
personal  property  but  are  concerned  that  there  may  be  no 
legal  foundation  for  the  various  systems.   Also,  the  taxpayer 
often  does  not  learn  the  valuation  level  until  he  receives 
a  tax  bill.   Finally,  the  system  used  in  assessing  personal 
property  makes  it  difficult  in  many  cases  for  the  taxpayer 
to  appeal  a  decision  of  the  tax  office  and  causes  adminis- 
trative problems  for  the  tax  supervisor.   One  solution 
would  be  to  have  a  separate  Machinery  Act  for  personal  property. 
IV.    DOUG  HOLBROOK,  DIRECTOR,  AD  VALOREM  TAX  DIVISION,  N.  C. 

DEPARTMENT  OF  REVENUE 
Mr.  Holbrook's  division  staffs  the  Property  Tax  Commission, 
which  is  the  board  that  hears  taxpayer  appeals  from  county  boards  of 
equalization  and  review.   Also,  the  Ad  Valorem  Division  acts  as  an 
advisor  to  counties  and  cities  in  property  tax  matters.   Mr.  Holbrook 
made  the  following  suggestions  for  improving  the  property  tax  system: 

A.  MAKE  THE  PROPERTY  TAX  AS  FAIR  AND  WORKABLE  AS  POSSIBLE 
AND  THEN  TRY  TO  ASSIST  TAXPAYERS  IN  UNDERSTANDING  THE 
SYSTEM. 

B.  TRY  TO  SHORTEN  THE  REVALUATION  CYCLE  FOR  REAL  PROPERTY. 

C.  RE-WRITE  THE  MACHINERY  ACT  TO  MAKE  IT  CLEAR  THAT  THE 
FOURTH- YEAR  HORIZONTAL  ADJUSTMENT  IS  MANDATORY. 

D.  DEVELOP  "IN-HOUSE"  REVALUATION  CAPABILITY  BY  HIRING 

AND  TRAINING  LOCAL  PEOPLE  AND  COMPUTERIZE  THE  OPERATION. 
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Such  a  system  would  reduce  revaluation  costs, 
improve  the  image  of  the  revaluation  with  taxpayers 
and  county  commissioners,  and  allow  for  more  fre- 
quent revaluation. 

E.  CLARIFY  THE  MACHINERY  ACT  REGARDING  EXEMPTIONS. 

F.  ENACT  A  SEPARATE  MACHINERY  ACT  FOR  PERSONAL  PROPERTY. 

G.  LEARN  HOW  THE  STATE'S  ANNUAL  APPRAISAL  OF  UTILITY 
PROPERTY  WORKS. 

V.  RON  AYCOCK,  EXECUTIVE  DIRECTOR,  N.  C.  ASSOCIATION  OF  COUNTY 

COMMISSIONERS 
The  Association  represents  North  Carolina's  100  counties 
before  the  General  Assembly,  as  well  as  assisting  commissioners  and 
county  administrative  personnel  on  legal  and  technical  matters. 

Mr.  Aycock  explained  that  the  granting  of  property  tax 
exemptions  to  one  class  of  property  shifts  the  tax  burden  to  other 
classes.   He  felt  that  the  most  crucial  problem  for  the  Committee  to 
deal  with  was  the  octennial  revaluation  cycle  for  real  property. 

VI.  ERNIE  BALL,  COUNSEL,  N.  C.  LEAGUE  OF  MUNICIPALITIES 

The  League  represents  cities  in  North  Carolina  before  the 
General  Assembly,  as  well  as  assisting  council  members  and  municipal 
administrative  staffs  on  legal  and  technical  matters.  Mr.  Ball  felt 
that  a  principal  goal  of  the  Committee  should  be  to  protect  the  via- 
bility of  the  property  tax.  His  primary  concern  was  with  the  octennial 
revaluation  cycle.  He  felt  that  the  three  main  problems  with  the 
revaluation  cycle  are: 

A.   LOCAL  ELECTED  OFFICIALS  BEAR  THE  BRUNT  OF  CRITICISM  OF 
STATE-MANDATED  REVALUATION  AND  THE  EFFECT  OF  HIGH 
INFLATION. 


-10- 


B.  THE  LEGAL  AND  EQUITY  PROBLEM  OF  DIFFERENT  LEVELS  OF 
ASSESSMENT  FOR  REAL  PROPERTY  VERSUS  PUBLIC  UTILITY  AND 
BUSINESS  PERSONAL  PROPERTY  DUE  TO  DIFFERENCES  IN  THE 
FREQUENCY  OF  REVALUATION. 

C.  THE  EFFECT  OF  REAL  PROPERTY  REVALUATION  ON  ELDERLY 
HOMEOWNERS  WITH  FIXED  INCOMES. 

VII.   DAVE  CROTTS,  SENIOR  FISCAL  ANALYST,  FISCAL  RESEARCH  DIVISION 
The  Fiscal  Research  Division  is  the  fiscal  staff  of  the 
General  Assembly  and  provides  research  assistance  to  individual  members 
and  interim  legislative  study  commissions,  as  well  as  staffing  the 
Appropriations  and  Finance  Committees  during  the  legislative  session. 
Mr.  Crotts  noted  that  the  Committee  had  at  its  disposal  a 
wealth  of  background  material  on  the  property  tax  in  North  Carolina. 
He  presented  a  handout  (Appendix  4  )  that  listed  material  from  the 
Institute  of  Government,  reports  of  previous  property  tax  commissions, 
reports  of  various  state  tax  commissions  dealing  with  property  tax 
matters  and  current  legal  material. 

November  18,  1981 
Various  local  government  officials  made  the  following  presentations 
to  the  Committee; 

I.     LARRY  POWELL,  TAX  SUPERVISOR,  NEW  HANOVER  COUNTY 

Mr.  Powell  discussed  the  major  events  that  occurred  during 
the  1975  revaluation  in  New  Hanover  County.   These  events  included 
shortcuts  taken  by  the  appraisal  company,  taxpayer  insecurity  about  the 
quality  of  the  appraisal,  a  subsequent  court  suit,  numerous  taxpayer 
appeals  and  a  substantial  tax  base  reduction  in  the  appeal  process. 
Mr.  Powell  made  the  following  recommendations  regarding 
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property  tax  system  improvements : 

A.  EDUCATE  THE  PUBLIC  ABOUT  THE  FACT  THAT  THE  TAXABLE 
VALUES  ESTABLISHED  DURING  A  REAL  PROPERTY  REVALUATION 
ARE  BASED  ON  ACTUAL  VALUES  IN  THE  MARKET  PLACE. 

B.  REQUIRE  THE  REVALUATION  OF  REAL  PROPERTY  NO  LESS 
FREQUENTLY  THAN  EVERY  FOUR  YEARS. 

C.  EQUALIZE  THE  DIFFERENCES  IN  RELATIVE  TAX  BURDENS  BETWEEN 
REAL  PROPERTY,  AND  PUBLIC  UTILITY  AND  BUSINESS  PERSONAL 
PROPERTY  THAT  OCCUR  DUE  TO  DIFFERENCES  IN  THE  FREQUENCY 
OF  REVALUATION. 

D.  HAVE  THE  AD  VALORKM  TAX  DIVISION  OF  THE  N.  C.  DEPARTMENT 
OF  REVENUE  PREPARE  ANNUAL  SALES-RATIO  STUDIES  IN  ALL 
COUNTIES. 

E.  ESTABLISH  A  GRADUATED  SCALE  FOR  THE  PENALTY  FOR  LATE 
LISTING  TO  ENCOURAGE  SOONER  LISTING. 

F.  PROVIDE  JOB  SECURITY  FOR  THE  COUNTY  TAX  SUPERVISOR 
IN  ORDER  TO  ENCOURAGE  PROFESSIONAL  DEVELOPMENT  AND 
ADEQUATE  SKILLS  FOR  TAX  OFFICE  PERSONNEL. 

II.    BOBBY  MILLER,  TAX  SUPERVISOR,  CATAWBA  COUNTY,  AND  PRESIDENT 

OF  THE  N.  C.  ASSOCIATION  OF  ASSESSING  OFFICERS 
The  Association  is  the  professional  association  of  tax 
assessment  personnel  in  North  Carolina.   Mr.  Miller  made  the  following 
recommendations  regarding  property  tax  system  improvements : 

A.  ESTABLISH  A  BETTER  SYSTEM  OF  LISTING  PERSONAL  PROPERTY. 

B.  REQUIRE  A  MORE  FREQUENT  REVALUATION  OF  REAL  PROPERTY. 

C.  ESTABLISH  A  PERMANENT  LISTING  SYSTEM  FOR  REAL  PROPERTY. 
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III.  HARVEY  PARDUE,  TAX  SUPERVISOR,  FORSYTH  COUNTY 

Mr.  Par  due  made  the  following  suggestions  for  property 
tax  system  improvements: 

A.  CLARIFY  THE  MACHINERY  ACT  REGARDING  WHICH  TYPES  OF 
PROPERTY  ARE  TO  BE  REVALUED  DURING  A  YEAR  IN  WHICH 
REAL  PROPERTY  IS  NOT  REVALUED.   IT  IS  UNCLEAR  UNDER 
THE  PRESENT  LAW  AS  TO  HOW  APARTMENT  PROPERTY  CONVERTED 
TO  CONDOMINIUMS  SHOULD  BE  TREATED. 

B.  REQUIRE  MORE  FREQUENT  REAL  PROPERTY  REVALUATION. 

IV.  JACK  WILLIFORD,  TAX  SUPERVISOR,  BERTIE  COUNTY  AND  IMMEDIATE 

PAST  PRESIDENT  OF  THE  N.  C.  ASSOCIATION  OF 

ASSESSING  OFFICERS 
Mr.  Williford  presented  to  the  Committee  suggested  improve- 
ments of  the  property  tax  system  as  recommended  by  Mr.  Van  McQueen, 
Tax  Supervisor  from  Montgomery  County.   (Mr.  McQueen  could  not  appear 
due  to  illness.)   These  recommendations  were: 

A.  REVALUE  REAL  PROPERTY  MORE  FREQUENTLY  THAN  EVERY 
EIGHT  YEARS. 

B.  MANDATE  PROPERTY  TAX  MAPS  FOR  ALL  COUNTIES. 

C.  ADDRESS  THE  PROBLEM  OF  DIFFERING  RELATIVE  TAX  BURDENS 
BETWEEN  REAL  PROPERTY  AND  PUBLIC  UTILITY/BUSINESS  PER- 
SONAL PROPERTY  DUE  TO  DIFFERENCES  IN  THE  FREQUENCY  OF 
REVALUATION  AND  THE  POSSIBILITY  OF  THE  USE  OF  DIFFERENT 
ASSESSMENT  RATIOS  IN  THE  REVALUATION  PROCESS. 

D.  EXEMPT  HOUSEHOLD  PERSONAL  PROPERTY. 

V.  JOE  R.  HEDRICK,  COUNTY  MANAGER,  CLEVELAND  COUNTY  AND  PRESIDENT 

OF  THE  CITY-COUNTY  MANAGERS  ASSOCIATION 
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Mr.  Hedrick  discussed  the  following  recommendations: 

A.  THE  USE  OF  100%  OF  FAIR  MARKET  VALUE  IN  APPRAISALS. 

B.  THE  NEED  TO  AUTOMATE  REVALUATION  PROCESS. 

C.  REVALUE  REAL  PROPERTY  EVERY  TWO  OR  FOUR  YEARS. 

December  16,  1981 
County  and  city  tax  collectors  were  invited  to  speak  to  the 
Committee  concerning  tax  collection  problems. 

I.  C.  E.  WORLEY,  TAX  COLLECTOR,  ALAMANCE  COUNTY 

Mr.  Worley  discussed  the  cash-flow  problem  which  counties 
have  and  suggested  the  following  as  possible  solutions: 

A.  DELINQUENT  INTEREST  RATES  NEED  TO  BE  RAISED. 

9%  is  not  a  deterrent  as  taxpayers  can  operate 
on  the  counties'  money  cheaper  than  borrowing  from  banks. 

B.  THE  DATE  WHEN  INTEREST  BEGINS  TO  APPLY  NEEDS  TO  BE 
MOVED  BACK  TO  NOVEMBER  OR  DECEMBER. 

A  3%  interest  rate  should  be  charged  for  the 
beginning  month  and  1%  per  month  thereafter. 

C.  MOVE  THE  TAX  LIEN  SALE  DATE  BACK. 

II.  G.  THOMAS  DAVIS,  TAX  COLLECTOR,  WILSON  COUNTY 

Mr.  Davis  made  the  following  suggestions  concerning  tax 
collecting  schedules: 

A.  MOVE  THE  JANUARY  5  DUE  DATE  BACK  TO  NOVEMBER  1. 

B.  GIVE  A  DISCOUNT  AFTER  SEPTEMBER  1  DUE  DATE. 

C.  GIVE  COUNTIES  OPTION  TO  CHANGE  TAX  SALE-DATE  FROM 
MARCH  TO  JANUARY. 
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III.  MR.  MARVIN  COLEMAN,  TAX  COLLECTOR,  CITY  OF  GREENSBORO 
Mr.  Coleman  made  the  following  recommendations: 

A.  MOVE  THE  JANUARY  5  DUE  DATE  BACK  TO  NOVEMBER  1. 

B.  INCREASE  THE  INTEREST  PENALTY  ON  LATE  PAYMENTS. 

C.  EITHER  INCREASE  THE  INTEREST  RATE  ON  TAX- SALE  CERTI- 
FICATES TO  12%  OR  EXEMPT  THE  INTEREST  EARNED  ON  THE 
CERTIFICATES  FROM  STATE  INCOME  TAX. 

D.  AMEND  MACHINERY  ACT  PROVISIONS  FOR  THE  COLLECTION  OF 
TAXES  IN  CASES  WHERE  MERCHANTS  GO  OUT  OF  BUSINESS  OR 
TRANSFER  INVENTORY. 

IV.  DR.  WOODROW  ROBBINS,  COMPUTER  SCIENCE  DEPARTMENT,  N.  C. 

STATE  UNIVERSITY 
Dr.  Robbins  explained  problems  faced  by  the  counties  when 
they  had  revaluations  and  discussed  recent  efforts  in  computerizing 
operations  to  assist  counties  in  obtaining  and  retaining  necessary 
data  for  the  revaluations. 

March  9,  1982 
Representatives  from  various  industries,  utilities  and  trade 
associations  appeared  before  the  Committee  to  discuss  problems 
concerning  the  property  tax  system. 

I .     SAMUEL  H.  JOHNSON,  ATTORNEY,  REPRESENTING  N.  C.  ASSOCIATED 

INDUSTRIES 
Mr.  Johnson  gave  a  brief  overview  of  the  property  tax 
system  and  discussed  prior  studies  which  have  been  made.   He  stated 
that  due  to  current  economic  conditions  no  major  change  should  be 
made  in  the  property  tax  system.   He  felt,  however,  that  there  needed 
to  be  more  efficiency  and  it  was  necessary  to  hold  down  spending  in 
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order  to  reduce  the  burden  of  the  local  property  tax. 

The  following  recommendations  were  made  by  Mr.  Johnson: 

A.  EXPAND  THE  CURRENT  STATE  INCOME  TAX  CREDIT  ON  BUSINESS 
INVENTORY  (H.B.  127). 

B.  REVIEW  VARIOUS  EXCLUSIONS  AND  EXEMPTIONS. 

1.  Property  held  by  religious  organizations. 

2.  Property  exempted  for  educational  purposes. 

3.  Household  personal  property. 

Mr.  Johnson  recommended  that  the  committee 
consider  raising  this  exemption  from  $300  to  $500. 

C.  ELIMINATE  THE  INTANGIBLE  PERSONAL  PROPERTY  TAX. 

D.  DO  NOT  REQUIRE  REAL  PROPERTY  REVALUATION  MORE  FREQUENTLY 
THAN  THE  CURRENT  SCHEDULE. 

II.    EDITH  MARSH,  DIRECTOR,  STATE  AND  LOCAL  GOVERNMENT  RELATIONS, 

WESTINGHOUSE  ELECTRIC  CORPORATION 
Miss  Marsh  made  the  following  recommendations: 

A.  SUPPORT  THE  EXPANSION  OF  THE  CURRENT  STATE  INCOME  TAX 
CREDIT  ON  BUSINESS  INVENTORY  (H.B.  127). 

B.  DO  NOT  CHANGE  THE  DUE  DATE  FOR  PROPERTY  TAXES  FROM 
JANUARY  5  TO  AN  EARLIER  DATE. 

C.  COMPUTERIZE  TAX  RECORDS. 

Small  counties  should  consider  a  consortium  or 
time-sharing  arrangement  to  make  it  economical  for  them. 

D.  INCLUDE  BUSINESS  OR  INDUSTRY  REPRESENTATIVES  IN  TRAINING 
COURSES  GIVEN  FOR  TAX  ASSESSORS  AND  OTHERS. 

E.  SUPPORT  BILL  IN  SENATE  THAT  EXEMPTS  FROM  PROPERTY  TAX 
POLLUTION  EQUIPMENT  LOCATED  INSIDE  PLANTS  (H.B.  31). 
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III.  CHARLES  DUNN,  N.  C.  TEXTILE  MANUFACTURERS  ASSOCIATION 
Mr.  Dunn  presented  suggestions  as  recommended  by  the  Tax 

Committee  of  the  N.  C.  Textile  Manufacturers  Association: 

A.  SUPPORT  EXPANSION  OF  CURRENT  STATE  INCOME  TAX  CREDIT 
ON  BUSINESS  INVENTORY  (H.B.  127). 

B.  SUPPORT  BILL  IN  SENATE  THAT  EXEMPTS  FROM  PROPERTY  TAX 
POLLUTION  EQUIPMENT  LOCATED  INSIDE  PLANTS  (H.B.  31) . 

C.  ENCOURAGE  EARLY  PAYMENT  OF  TAXES  THROUGH  UTILIZATION 
OF  A  MORE  REALISTIC  DISCOUNT  RATE  SCHEDULE. 

D.  ESTABLISH  A  UNIFORM  PROCEDURE  TO  EVALUATE  MANUFACTURING 
MACHINERY. 

Require  that  fair  market  value  of  machinery  be 
determined  by  reducing  original  cost  of  property  by  a 
depreciation  allowance  of  10%  per  year  with  a  maximum 
cumulative  allowance  of  80%. 

E.  CONSIDERATION  OF  HORIZONTAL  ADJUSTMENT  OF  REAL  PROPERTY 
BASED  ON  SALES-ASSESSMEiJT  RATIO  STUDIES. 

IV.  WILLIAM  ELMORE,  JR.,  ASSISTANT  TAX  COUNSEL,  BURLINGTON 

INDUSTRIES  AND  MEMBER  OF  N .  C.  TEXTILE 
MANUFACTURERS  TAX  COMMITTEE 
Mr.  Elmore  discussed  the  procedures  used  in  determining 
the  tax  value  of  manufacturing  machinery  and  equipment.   He  expressed 
concern  at  the  lack  of  uniformity,  from  county-to-county,  in  the 
methods  used  to  depreciate  machinery  and  equipment.   The  Ad  Valorem 
Tax  Division  of  the  Department  of  Revenue  has  developed  a  suggested 
schedule  but  Mr.  Elmore  felt  that  the  schedule  was  too  complex  and 
difficult  for  many  counties  to  use.   Also,  the  schedule  has  some  results 
that  Mr.  Elmore  felt  were  incorrect.   His  suggestion  was  to  use  a 
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mandatory  simple  procedure  whereby  machinery  and  equipment  is 
depreciated  at  the  rate  of  10%  per  year,  up  to  a  maximum  of  80%. 

V.  DENNIS  JULIAN,  N.  C.  CITIZENS  ASSOCIATION 

Mr.  Julian  made  the  following  recommendations: 

A.  EXEMPT  MANUFACTURERS '  INVENTORY  FROM  THE  TAX  OR 
EXPAND  THE  STATE  INCOME  TAX  CREDIT  (H.B.  127). 

B.  EXEMPT  POLLUTION  ABATEMENT  EQUIPMENT  LOCATED  INSIDE 
A  PLANT  (H.B.  31) . 

C.  ELIMINATE  THE  INTANGIBLE  PERSONAL  PROPERTY  TAX 

D.  POSSIBLY  INCREASING  THE  STATE  SALES  TAX  RATE  BY  1%  TO 
OFFSET  THE  LOSS  FROM  REPEALING  THE  INTANGIBLES  TAX. 

E.  DO  NOT  ADVANCE  THE  DELINQUENT  DUE  DATE  OF  PROPERTY 
TAX  PAYMENTS  FROM  JANUARY  5  TO  NOVEMBER  1. 

VI.  BUTCH  GUNNELLS,  COUNSEL,  N.  C.  ASSOCIATION  OF  COUNTY 

COMMISSIONERS 
Mr.  Gunnells  introduced  two  members  of  the  Ad  Hoc  Property 
Tax  Committee  of  the  N.  C.  Association  of  County  Commissioners  who 
made  recommendations  to  the  Property  Tax  Study  Committee . 

VII.  MS.  VIRGINIA  THOMPSON,  CUMBERLAND  COUNTY  COMMISSIONER  AND 

MEMBER  OF  AD  HOC  PROPERTY  TAX  COMMITTEE 
Ms.  Thompson  made  the  following  recommendations: 

A.  SUPPORT  THE  BILL  IN  THE  SENATE  (H.B.  839)  THAT  AUTHORIZES 
AN  ADDITIONAL  1C  SALES  TAX. 

B.  REQUIRE  MORE  FREQUENT  REAL  PROPERTY  REVALUATION. 

C.  ESTABLISH  A  HIGHER  INTEREST  RATE  ON  LATE  PAYMENT  OF  TAXES. 

D.  MOVE  FORWARD  THE  DUE  DATE  FOR  TAXES. 

E.  MAKE  THE  DISCOUNTS  FOR  EARLY  PAYMENT  OF  TAXES  AVAILABLE 
FOR  A  LONGER  PERIOD. 
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VIII.  KENNETH  THOMPSON,  COUNTY  MANAGER,  ORANGE  COUNTY  AND  MEMBER 

OF  AD  HOC  PROPERTY  TAX  COMMITTEE 
Mr.  Thompson  expressed  the  following  concerns  about  the 
property  tax  system: 

A.  THE  OCTENNIAL  REVALUATION  CYCLE  FOR  REAL  PROPERTY  IS 
TOO  LONG. 

1.  With  higher  inflation,  disparity  between  market 
value  and  assessed  value  widens. 

2 .  Real  property  owners  are  shocked  by  results  of 
revaluation. 

3.  Every  eight  years  the  tax  burden  shifts  back 
sharply  to  real  property  and  then  begins  shifting 
gradually  to  public  utility  and  business  personal 
property  in  intervening  years. 

B.  ACCURACY  OF  REVALUATION. 

Some  counties  do  an  excellent  job  and  reach  close 
to  100%.   Others  are  not  done  well  or  values  are  compromised, 
The  majority  treat  different  classes  of  property  differently, 

C.  TAXPAYER  REACTION  TO  REAL  PROPERTY  REVALUATION  SYSTEM. 

1.  Misunderstanding  of  dual  revaluation  timetable. 

2.  Misunderstanding  of  shift  in  tax  burden  each  eight 
years . 

3.  Shock  and  outrage  at  revaluation  notice. 

4.  Reaction  against  local  officials. 

D.  REACTION  OF  PUBLIC  UTILITIES. 

1.   Objections  to  public  utility  property  being  assessed 
annually  versus  eight  years  for  real  property. 
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2.   Objection  to  fact  that  in  year  of  revaluation  real 
property  is  not  assessed  at  100%  in  some  counties. 
Mr.  Thompson  discussed  the  following  alternatives  that  could  be 
used  to  address  the  problems  discussed  above: 

E.  FREQUENCY  OF  REAL  PROPERTY  REVALUATION. 

1.  Plan  the  county  budget  for  a  four-year  revaluation. 

2.  Allow  annual  extensions  in  revaluation  cycle  if 
county  demonstrates  by  a  sales-assessment  ratio 
that  property  is  no  more  than  15%  out  of  line. 

F.  ACCURACY  OF  REVALUATION. 

1.  Provide  state  fiscal  assistance  for: 

(a)  More  training  of  tax  officials. 

(b)  Computer  software  for  all  counties. 

(c)  Property  tax  maps  for  all  counties. 

2.  Provide  state  supervisory  and  technical  assistance 
to  tax  supervisors  for: 

(a)  Planning  and  organizing  for  revaluation. 

(b)  Developing  periodic  sales-assessment  ratio  studies 

(c)  Alerting  counties  when  their  assessment  levels 
have  fallen  far  below  sales  prices. 

(d)  Developing  an  appraisal  manual  with  pricing 
schedules  or  ranges  for  each  county  for  per- 
sonal property,  agricultural  and  forest  land, 
and  commercial  and  industrial  property. 

G.   DUTIES,  FUNDING  AND  ORGANIZATION  OF  AD  VALOREM  TAX 
DIVISION  OF  THE  DEPARTMENT  OF  REVENUE. 
1.   Duties 

Implement  existing  law. 
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2 .  Funding 

Due  to  sharp  increase  in  appeals  to  Property 
Tax  Commission,  consider  additional  staff. 

3.  Reorganization 

Divide  the  staff  into  a  section  for  public 
utility  appraisal,  Property  Tax  Commission 
staffing,  and  supervision  and  technical 
assistance  to  tax  supervisors. 

IX.  ERNIE  BALL,  COUNSEL,  N.  C.  LEAGUE  OF  MUNICIPALITIES 

Mr.  Ball  discussed  several  issues  concerning  the  property 
tax  system.   He  felt  that  the  recent  legal  attack  by  the  railroads 
and  public  utility  companies  was  justified.   Mr.  Ball  stated  that 
the  most  pressing  property  tax  problem  is  the  eight-year  revaluation 
cycle  for  real  property.   He  also  felt  that  the  Committee  should  look 
at  the  exemptions  from  the  tax. 

X.  ERNEST  MESSER,  ASSISTANT  SECRETARY  FOR  AGING,  N.  C. 

DEPARTMENT  OF  HUMAN  RESOURCES 
Mr.  Messer  recommended  that  the  Committee  study  the  effect 
of  a  real  property  revaluation  on  the  property  tax  homestead  exemption. 
The  problem  is  that  when  revaluation  occurs,  the  value  of  the  homestead 
exemption  remains  fixed  and  thus  the  net  taxable  value  rises  sharply. 

XI.  W.  B.  JENKINS,  ASSISTANT  TO  THE  PRESIDENT,  N.  C.  FARM 

BUREAU  FEDERATION 
Mr.  Jenkins  presented  five  resolutions  adopted  by  the 
Federation  during  their  annual  meeting. 

A.   INCREASING  THE  LOCAL  OPTION  SALES  TAX  OR  ALLOWING  A 

LOCAL  INCOME  TAX  IN  LIEU  OF  INCREASING  THE  PROPERTY  TAX. 
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B.  ASK  AD  VALOREM  TAX  DIVISION  OF  THE  DEPARTMENT  OF 
REVENUE  TO  CORRECTLY  ADVISE  TAX  SUPERVISORS  ON  THE 
PROCEDURE  FOR  ESTABLISHING  AGRICULTURAL  USE  VALUE. 

C.  RECOMMEND  THAT  ONLY  REAL  ESTATE  OWNERS  BE  ELIGIBLE  TO 
VOTE  ON  BOND  ISSUES  WHICH  AFFECT  PROPERTY  TAX  RATES. 

D.  RECOMMEND  COUNTY  COMMISSIONERS  APPOINT  ADVISORY  BOARD 
TO  PREPARE  A  SCHEDULE  OF  VALUES  THAT  WILL  RESULT  IN 
THE  APPRAISAL  OF  FARM  PROPERTY  AT  ACTUAL  USE  VALUE. 

The  board  would  be  made  up  of  a  tax  supervisor 
and  three  other  members,  of  which  two  would  be 
farmers . 

E.  RECOMMEND  THAT  FARMERS  BUYING  FARM  LAND  BE  ELIGIBLE 
FOR  PRESENT  USE  VALUE  UPON  PURCHASE. 

XII.   DANIEL  GELBERT,  CHAIRMAN  OF  THE  BOARD,  N.  C.  FORESTRY 

ASSOCIATION 
Mr.  Gelbert  expressed  concern  that  under  the  present  use- 
value  legislation  for  agricultural,  horticultural  and  forest  lands, 
a  public  corporation  that  owns  forest  land  is  not  eligible  for  the 
use-value  assessment.   Mr.  Gelbert  felt  that  this  treatment  increases 
the  cost  of  timber  and  such  costs  will  increase  to  the  point  where 
timber  growing  will  not  be  economical  in  certain  parts  of  the  state. 
As  a  result,  the  property  will  be  sold  for  development  or  other 
purposes.   Mr.  Gelbert  stated  that  he  was  personally  aware  of  many 
such  sales  recently.   He  also  pointed  out  that  of  the  32  states  that 
have  use-value  treatment  for  forest  land,  only  one  state  specifically 
excludes  corporately-held  land.   Mr.  Gelbert  also  expressed  concern 
about  the  lack  of  uniformity  among  counties  regarding  how  the  deter- 
mination is  made  that  the  property  is  used  productively  in  eligible  uses 
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XIII.  JOHN  D.  HICKS,  SENIOR  VICE-PRESIDENT  OF  PUBLIC  AFFAIRS, 

DUKE  POWER  COMPANY;  ALSO  APPEARING  ON 
BEHALF  OF  CAROLINA  POWER  &  LIGHT  COMPANY, 
CAROLINA  TELEPHONE  COMPANY,  SOUTHERN  BELL 
TELEPHONE  AND  TELEGRAPH  COMPANY,  AND  VIRGINIA 
ELECTRIC  POWER  COMPANY 
Mr.  Hicks  felt  that  because  public  utility  property  is 
valued  annually  by  the  state,  that  it  is  assessed  each  year  closer  to 
true  market  value  than  other  classes  of  property.   The  disproportionate 
burden  occurs  because  real  property  is  revalued  only  once  every  eight 
years.   Mr.  Hicks  made  mention  of  the  fact  that  the  tax  office  in 
many  counties  does  not  have  adequate  personnel  and  resources  to  revalue 
real  property  as  often  as  annually  to  keep  up  with  inflation.   An 
alternative  approach  would  be  horizontal  adjustments  based  on  an  in- 
flation index.   Another  option  would  be  to  factor  the  level  of  public 
utility  property  down  to  the  actual  level  of  real  property.   Such 
factoring  would  be  based  on  actual  sales  data  submitted  on  an  annual 
basis  by  counties  to  the  Ad  Valorem  Tax  Division  of  the  Department  of 
Revenue. 

Mr.  Hicks  also  discussed  the  problem  resulting  from  the 
present  language  in  the  Machinery  Act  providing  for  a  tax  exemption 
for  pollution  control  equipment.   The  problem  is  that  such  equipment 
must  be  certified  by  the  Environmental  Management  Commission  to  be 
eligible  for  the  exemption  but  the  Environmental  Management  Commission 
has  no  legal  jurisdiction  to  inspect  such  equipment.   He  suggested 
that  the  law  be  enlarged  to  permit  the  Department  of  Human  Resources 
to  determine  eligibility. 
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XIV.  WILLIS  MARSHALL,  ASSISTANT  VICE-PRESIDENT  FOR  GOVERNMENTAL 

RELATIONS,  CAROLINA  TELEPHONE  AND  TELEGRAPH 

COMPANY 
Mr.  Marshall  stated  that  he  agreed  with  Mr.  Hicks  regarding 
the  possibility  of  using  sales-assessment  ratio  data  for  real  property 
to  factor  down  public  utility  property  assessment  level. 

XV.  HOMER  T.  BREWER,  DIRECTOR  OF  PROPERTY  TAX  ADMINISTRATION, 

SOUTHERN  RAILWAY  SYSTEM 
Mr.  Brewer  felt  that  if  the  property  tax  was  to  be  main- 
tained as  the  primary  source  of  revenue  for  local  government,  then 
it  should  be  applied  uniformly  across  all  classes  of  property.   Thus, 
he  felt  that  the  Committee  should  review  closely  the  current  exemp- 
tions.  Mr.  Brewer  felt  that  the  Ad  Valorem  Tax  Division  of  the 
Department  of  Revenue  should  have  more  freedom  to  supervise  revaluation 
appraisals.   To  this  end,  the  Division  should  be  provided  with  addi- 
tional funding  to  conduct  sales-assessment  ratio  studies.   These 
studies  could  be  used  to  make  adjustments  in  assessment  levels  to 
ensure  that  all  classes  of  property  are  treated  the  same.   The  additional 
funding  would  also  enable  the  Division  to  assist  the  counties  in  com- 
plicated appraisals  of  commercial  or  industrial  property.   The  state 
should  provide  forms  and  guidelines  for  the  assessment  of  large  holdings 
of  machinery,  equipment,  and  inventories.   Finally,  the  Division  should 
examine  the  administration  of  the  statutory  exemptions  to  ensure 
uniform  handling. 

XVI.   LARRY  B.  EDLIN,  DIRECTOR,  AD  VALOREM  TAXES,  FAMILY  LINES 

RAIL  SYSTEM,  REPRESENTING  THE  N.  C. 


RAILROAD  ASSOCIATION 
The  N.  C.  Railroad  Association  is  concerned  about  the 
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difference  in  relative  tax  burden  for  railroads  versus  real 
property.   This  results  from  the  fact  that  railroad  property  is 
appraised  annually  by  the  state  and  real  property  is  revalued  only 
once  every  eight  years  at  the  local  level.   The  facts  brought  out 
in  the  present  court  suit  by  the  railroads  indicate  that  the  level 
of  assessment  for  real  property  is  far  below  100%.   Mr.  Edlin  feels 
that  sales-assessment  ratios  conducted  by  the  Ad  Valorem  Tax  Division 
of  the  Department  of  Revenue  could  be  used  to  determine  how  far  out 
of  line  various  classes  of  property  are.   He  pointed  out  that  the 
1979  General  Assembly  appropriated  $150,000  for  such  a  study  but 
the  study  was  never  carried  out.   If  annual  sales-assessment  ratios 
were  carried  out,  railroad  property  could  be  factored  down  to  the 
level  for  real  property. 

March  10,  1982 

The  purpose  of  the  meeting  was  a  discussion  and  display  of 
the  possibilities  for  the  use  of  automated  data  processing  equipment 
and  programs  in  the  tax  office.   Dr.  Woody  Robbins  of  the  Computer 
Science  Department  of  N.  C.  State  University  explained  generally  how 
such  systems  could  be  used. 

Mr.  Dave  Bodenheimer  of  Byers  and  Bodenheimer  Appraisal  Services 
in  Burlington,  N.  C,  discussed  the  model  program  funded  by  the 
General  Assembly,  which  was  set  up  in  Burke  County. 

Mr.  Clarence  Blackman,  Tax  Supervisor  from  Burke  County  demonstrated 
the  system. 
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April  14,  1982 

At  the  meeting  the  following  presentations  were  made: 

I.  DON  HOLLOWAY,  MANAGER,  LAND  RECORDS  MANAGEMENT  PROGRAM 

DEPARTMENT  OF  ADMINISTRATION 
Mr.  Holloway  discussed  the  history  of  the  Land  Records 
Management  program  and  explained  the  technical  and  financial 
assistance  provided  to  counties  by  this  program  in  four  major  areas: 

A.  BASE  MAPS. 

B.  PROPERTY  MAPS. 

C.  A  SYSTEM  OF  PARCEL  IDENTIFIERS. 

D.  THE  AUTOMATION  OF  LAND  RECORDS. 

Mr.  Holloway  stated  that  if  the  counties  are  to  modernize 
their  record-keeping  process  and  cut  down  revaluation  costs,  mapping 
and  automation  were  the  answers  and  that  the  state  should  continue 
funding  the  program  on  a  matching  basis. 

II.  WILLIAM  FERRISS,  PRESIDENT,  W.  P.  FERRISS ,  INC. 

CHARLOTTE,  N.  C. 
Mr.  Ferriss'  appraisal  firm  has  been  used  by  many  counties 
in  Worth  Carolina  for  revaluations.   Mr.  Ferris  made  the  following 
recommendations : 

A.  MANDATE  FOURTH-YEAR  HORIZONTAL  ADJUSTMENT  OF  REAL 
PROPERTY. 

B.  TAX  OFFICE  APPRAISER  SHOULD  HAVE  REAL  ESTATE  LICENSE 
AND  EXPERIENCE  IN  MASS  APPRAISAL  BUSINESS. 

C.  COMMITTEE  SHOULD  SUPPORT  A  MAPPING  PROGRAM. 

D.  SET  UP  A  SEPARATE  BOARD  OF  EQUALIZATION  AND  REVIEW 
MADE  UP  OF  QUALIFIED  PERSONS  AND  LEAVE  COUNTY 
COMMISSIONERS  OUT  OF  IT. 
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E.  ESTABLISH  A  SEPARATE  SYSTEM  FOR  ASSESSING  PERSONAL 
PROPERTY. 

F.  SALES-RATIO  STUDY  SHOULD  BE  USED  TO  SUPPORT  SCHEDULE 
OF  VALUES. 

G.  STATE  SHOULD  GET  MORE  INVOLVED  IN  AIDING  COUNTIES 
WITH  GOOD  SALES-RATIO  STUDIES. 

H.  AMEND  STATE  CONSTITUTION  TO  LIMIT  TAX  RATE  TO  ABOUT 
50C  TO  FORCE  COUNTIES  TO  REVALUE  REAL  PROPERTY  MORE 
FREQUENTLY. 

I.   HOMESTEAD  EXEMPTION  SHOULD  BE  TIED  TO  VALUE  OF 
PROPERTY  RATHER  THAN  TO  INCOME  OF  INDIVIDUAL. 

III.  JERRY  KUBALA,  ROBERT  L.  KIMBALL  AND  ASSOCIATES, 

CHARLOTTE,  N.  C. 
Mr.  Kubala  discussed  the  necessity  of  mapping  and  its 
importance  in  updating  tax  records . 

IV.  DOUG  HOLBROOK,  DIRECTOR,  AD  VALOREM  TAX  DIVISION,  THE 

DEPARTMENT  OF  REVENUE 
Mr.  Holbrook  discussed  the  functions  of  the  Ad  Valorem 
Tax  Division  and  how  it  assists  county  tax  supervisors.   He  listed 
some  of  the  major  problems  of  the  property  tax: 

A.  THE  ADOPTION  BY  THE  COUNTY  COMMISSIONERS  OF  SCHEDULES 
OF  VALUES  THAT  DIFFERENTIATE  IN  ASSESSMENT  LEVELS 
BETWEEN  DIFFERENT  CLASSES  OF  REAL  PROPERTY. 

B.  THE  NEED  FOR  MAINTAINING  GOOD  COST  AND  SALES  INFORMATION. 

C.  LENGTH  OF  REVALUATION  CYCLE  FOR  REAL  PROPERTY  IS  TOO 
LONG. 
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V.     JAMES  E.  LONG,  CHAIRMAN,  PROPERTY  TAX  COMMISSION 

Mr.  Long  discussed  the  need  of  having  uniform  taxation 
as  mandated  by  the  Constitution  and  discussed  the  federal  suits 
concerning  the  valuation  of  railroad  property.   He  made  the  following 
recommendations : 

A.  MOVE  TO  MORE  FREQUENT  VALUATIONS  OF  REAL  PROPERTY. 

B.  EXEMPT  HOUSEHOLD  PERSONAL  PROPERTY  FROM  TAX  BASE. 

C.  ELIMINATE  PERSONAL  AUTOMOBILES  FROM  TAX  BASE. 

D.  FUND  ADDITIONAL  STAFF  AND  EQUIPMENT  FOR  THE  AD  VALOREM 
TAX  DIVISION  OF  THE  DEPARTMENT  OF  REVENUE  FOR: 

1.  Two  additional  real  estate  appraisers 

2.  One  attorney  assigned  solely  to  the  division 

3.  A  small  computer 

4 .  Computer  terminal  hooked  into  the  Revenue 
Department  computers 

May  12,  1982 
The  purpose  of  the  meeting  was  to  make  recommendations  which 
would  be  considered  by  the  General  Assembly  in  the  June,  1982  session. 
Three  speakers  made  presentations  before  any  recommendations  were  made 
I.      C.  L.  OSMINT,  GUILFORD  CHAPTER,  UNITED  TAXPAYERS  OF 

NORTH  CAROLINA,  INC. 


Mr.  Osmint  spoke  to  the  Committee  about  tax  problems 
encountered  by  North  Carolina's  property  owners.   His  main  concern 
was  the  mass  appraisals  performed  during  the  revaluation  years. 
He  felt  there  was  a  need  for  more  competent  appraisers  who  have  had 
adequate  appraisal  training.   Mr.  Osmint  also  stated  that  property 
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owners  need  an  avenue  of  recourse,  such  as  an  unbiased  equalization 
and  review  board. 

II.  W.  R.  UNDERHILL,  ASSISTANT  DIRECTOR,  AD  VALOREM  TAX  DIVISION, 

N.  C.  DEPARTMENT  OF  REVENUE 
Mr.  Underbill's  primary  responsibility  with  the  Ad  Valorem 
Division  is  the  annual  appraisal  of  public  utility  property.   Mr. 
Underhill  explained  to  the  Committee  the  process  used  to  provide  each 
county  with  the  value  of  property  for  each  utility  located  in  the 
county.   Mr.  Underhill  said  that  there  have  been  a  number  of  suggestions 
for  improvements  and  that  he  had  a  few  technical  amendments  that  would 
be  provided  to  the  Committee. 

III.  JAMES  E.  LONG,  CHAIRMAN,  PROPERTY  TAX  COMMISSION 

Mr.  Long  followed  up  his  general  discussion  in  the  April  14 
meeting  with  a  detailed  1982  legislative  program  for  the  Committee  to 
consider.   The  program  would  involve  additional  1982-83  appropriations 
from  the  intangibles  tax  to  the  Ad  Valorem  Tax  Division  of  the  Depart- 
ment of  Revenue  and  the  Institute  of  Government.   The  additional 
funding  for  the  Ad  Valorem  Tax  division  would  be  used  for  an  Associate 
Director  who  would  assist  the  Property  Tax  Commission  in  legal  matters 
and  also  assist  the  Ad  Valorem  Tax  Division  in  responding  to  inquiries 
of  a  legal  nature  from  county  tax  supervisors.   The  next  two  positions 
would  be  for  real  property  valuation  specialists  to  work  on  the  large 
number  of  appeals  being  filed  with  the  Property  Tax  Commission.   The 
fourth  position  would  be  for  clerical  assistance  to  support  the  in- 
creased workload  from  the  additional  three  professional  positions. 
Finally,  there  would  be  a  position  for  a  keypunch  operator  to  input 
the  data  from  counties  to  conduct  sales-assessment  ratio  studies. 
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The  total  operations  cost  of  the  additional  salaries,  fringe  benefits 
and  supplies  would  be  $116,606.   Added  to  this  amount  would  be 
capital  purchases  of  $16,852,  primarily  in  the  automated  data  pro- 
cessing area. 

Mr.  Long  also  recommended  additional  funding  of  $7  2,034 
for  the  Institute  of  Government  to  create  a  property  tax  appraisal 
and  assessment  administration  program.   This  program  would  provide 
an  increased  number  of  courses  at  the  Institute  for  county  tax 
office  personnel  to  increase  their  expertise.   Mr.  Long  felt  that 
this  additional  expertise  was  necessary  if  counties  are  to  conduct 
better  and  more  frequent  real  property  revaluations.   The  person 
filling  the  position  would  also  be  available  to  answer  questions 
from  county  tax  officers. 

Mr.  Long  noted  that  the  additional  appropriations  would 
bring  the  share  of  earmarked  intangibles  tax  revenue  used  for  local 
assistance  programs   up  from  .6%  to  1%. 

III.   JOSEPH  S.  FERRELL,  ASSISTANT  DIRECTOR,  INSTITUTE  OF 

GOVERNMENT  AND  STAFF  COUNSEL  TO  COMMITTEE 

After  reviewing  the  material  presented  by  various  individuals 
at  previous  meetings  as  well  as  the  ensuing  Committee  discussions, 
Mr.  Ferrell  set  out  the  following  long-range  proposals  to  improve 
the  property  tax  system: 

A.   MANDATE  A  GENERAL  REVALUATION  OF  REAL  PROPERTY  NOT 
LESS  FREQUENTLY  THAN  ONCE  EVERY  FOUR  YEARS  WITH 
AUTHORITY  TO  REVALUE  AS  OFTEN  AS  ANNUALLY. 

Shifting  from  an  octennial  to  a  quadrennial  cycle 

will  require  an  adjustment  of  the  revaluation  timetable 

currently  in  the  Machinery  Act.   A  schedule  developed  by 
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the  Legislative  Committee  of  the  N.  C.  Association  of 
Assessing  Officers  could  be  used  to  phase  in  the  new 
cycle  beginning  in  1984.   Such  a  schedule  would  give  each 
county,  beginning  in  1984,  at  least  two  years  to  prepare 
for  the  quadrennial  cycle. 

B.  REQUIRE  THE  AD  VALOREM  TAX  DIVISION  OF  THE  DEPARTMENT 
OF  REVENUE  TO  CONDUCT  CONTINUING  SALES-ASSESSMENT 
RATIO  STUDIES  AND  TO  PUBLISH  THE  RESULTS  ANNUALLY. 

Additional  appropriations  to  the  Ad  Valorem 
Division  would  be  necessary  to  accomplish  this  objective. 

C.  REQUIRE  ANYONE  BUYING  OR  SELLING  REAL  PROPERTY  TO 
MAKE  A  FULL  DISCLOSURE  OF  THE  PURCHASE  PRICE  TO  THE 
TAX  SUPERVISOR  OF  THE  COUNTY  IN  WHICH  THE  DEED  IS 
RECORDED. 

It  is  anticipated  under  this  proposal  that  the 
full  sales  price  data  would  not  be  open  to  public  inspec- 
tion and  would  be  restricted  to  use  in  sales-assessment 
ratio  studies. 

D.  REQUIRE  THAT  THE  ASSESSMENT  LEVEL  OF  PERSONAL  PROPERTY 
IN  ANY  YEAR  BE  ADJUSTED  DOWNWARD  TO  THE  SALES-ASSESSMENT 
RATIO  OF  THE  REAL  PROPERTY  CLASS  FOR  THE  IMMEDIATE 
PRECEDING  CALENDAR  YEAR,  EXCEPT  THAT  NO  REDUCTION 
SHALL  TAKE  PLACE  IN  A  REAL  PROPERTY  REVALUATION  YEAR 

OR  IN  A  CASE  WHERE  THE  REAL  PROPERTY  CLASS  IS  ASSESSED 
AT  9  0%  OR  MORE  OF  MARKET  VALUE. 
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E.   REQUIRE  THAT  THE  ASSESSED  VALUE  OF  THE  REAL 

PROPERTY  CLASS  RESULTING  FROM  A  REVALUATION  BE 
ADJUSTED  DOWNWARD  BY  THE  AMOUNT  THAT  THE  ASSESSMENT 
RATIO  FOR  THE  REAL  PROPERTY  CLASS  FOR  THE  IMMEDIATE 
PRECEDING  YEAR  EXCEEDS  100%  OF  MARKET  VALUES. 

If  in  a  declining  real  estate  market  a  county 
were  to  adopt  a  schedule  of  values  for  real  property  that 
is  close  to  100%  of  market  value  at  the  time  the  values 
are  established,  it  is  possible  that  during  the  revaluation 
year  the  assessed  values  will  be  greater  than  the  market 
value  in  the  year  that  the  revaluation  becomes  effective. 
In  most  counties  the  market  values  during  the  revaluation 
process  are  established  twelve  to  eighteen  months  in  ad- 
vance of  the  effective  date  of  the  revaluation  and  are 
not  changed. 

F.  REQUIRE  THAT  THE  ASSESSED  VALUE  OF  PUBLIC  UTILITY 
PROPERTY  IN  ANY  YEAR  BE  ADJUSTED  DOWNWARD  TO  THE 
SALES-ASSESSMENT  RATIO  OF  THE  REAL  PROPERTY  CLASS  FOR 
THE  IMMEDIATE  PRECEDING  YEAR,  EXCEPT  THAT  NO  REDUCTION 
SHALL  TAKE  PLACE  IN  A  REAL  PROPERTY  REVALUATION  YEAR 
OR  IN  A  CASE  WHERE  THE  REAL  PROPERTY  CLASS  IS  ASSESSED 
AT  90%  OR  MORE  OF  MARKET  VALUE. 

G.  EXTEND  THE  CERTIFICATION  AUTHORITY  OF  THE  AD  VALOREM 
TAX  DIVISION  OF  THE  DEPARTMENT  OF  REVENUE  FROM  THE 
COUNTY  TAX  SUPERVISOR  TO  ALL  TAX  OFFICE  PERSONNEL 
ENGAGED  IN  PROPERTY  APPRAISAL. 
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H.   AUTHORIZE  THE  AD  VALOREM  TAX  DIVISION  OF  THE 

DEPARTMENT  OF  REVENUE  TO  CERTIFY  PERSONS  OR  FIRMS 
OFFERING  TO  CONTRACT  WITH  COUNTIES  OR  CITIES  FOR 
MAPPING  OR  APPRAISAL  SERVICES. 

It  is  not  intended  under  this  proposal  to  prevent 

a  non-certified  firm  from  doing  work  in  North  Carolina. 

Such  certification  would  serve  only  to  reassure  local 

tax  officials  that  a  certain  firm  meets  minimum  levels 

of  competence . 

I.   APPROPRIATE  FOR  THE  1983-84  FISCAL  YEAR  SUFFICIENT 
FUNDING  FOR  THE  MAPPING  PROGRAM  OF  THE  DEPARTMENT 
OF  ADMINISTRATION. 

At  the  present  time,  one-third  of  the  counties 

have  adequate  maps.   The  additional  funding  would  help 

the  Department  in  covering  the  remaining  counties. 

J.   APPROPRIATE  FOR  THE  1982-83  FISCAL  YEAR  SUFFICIENT 
FUNDING  FOR  THE  EXPANSION  OF  THE  STAFF  OF  THE  AD 
VALOREM  TAX  DIVISION  OF  THE  DEPARTMENT  OF  REVENUE  AND 
FOR  AN  EXPANDED  TRAINING  PROGRAM  FOR  LOCAL  TAX  OFFICIALS 
This  recommendation  is  similar  to  the  recommended 

1982  legislative  program  of  Jim  Long's  as  discussed  above. 


-33- 


INTERIM  RECOMMENDATIONS 

The  interim  recommendations  to  the  1982  session  of  the  General 
Assembly  are  as  follows: 

I.     Authorize  an  additional  appropriation  for  $132,458  for 

1982-83  from  the  intangibles  tax  to  go  to  the  Ad  Valorem 
Division  of  the  Department  of  Revenue.   The  additional 
appropriations  would  be  used  to  fund  the  following: 

A.  The  position  of  assistant  director  to  assist 
the  Property  Tax  Commission  in  legal  matters 
and  to  respond  to  legal  questions  from  county 
tax  offices  and  county  attorneys; 

B.  Two  real  property  valuation  specialists  to 
assist  the  Property  Tax  Commission  in  handling 
appeals ; 

C.  A  clerical  position  to  support  the  three  addi- 
tional professional  positions; 

D.  A  keypunch  operator  position  to  input  data  from 
counties  in  order  to  conduct  sales-assessment 
ratio  studies;  and 

E.  Capital  purchases,  primarily  automated  data 
processing  equipment,  to  support  the  Division's 
role . 

II.    Authorize  an  appropriation  of  $72,034  for  1982-83  from 

the  intangibles  tax  to  go  to  the  Institute  of  Government. 
The  additional  funding  would  be  used  to  create  a  property 
tax  appraisal  and  assessment  administration  training 
program.   The  appropriation  would  involve  the  creation  of 
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one  new  position  with  the  associated  fringe  benefits 
and  equipment  and  supplies  costs.   The  specialist  filling 
the  position  would  be  also  available  to  answer  questions 
from  county  tax  offices. 
A  bill  has  been  drafted  to  accomplish  these  recommendations. 
(See  Appendix  5  ) . 

Following  the  adjournment  of  the  1982  session  of  the  General 
Assembly,  the  Committee  will  make  further  studies  regarding  the 
long-range  proposals  that  were  introduced  to  the  Committee  as  well 
as  the  numerous  other  problems  discussed  by  persons  appearing  before 
the  Committee. 
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APPENDIX 


APPENDIX    1 

GENERAL  ASSEMBLY  OF  NORTH  CAROLINA 
SESSION  1981 
RATIFIED  BILL 

CHAPTER  943 
HOUSE  BILL  258 
AN   ACT   CREATING   A   COMMITTEE   FOR  A  COMPREHENSIVE  STUDY  OF  THE 
PROPERTY  TAX  SYSTEM  IN  NORTH  CAROLINA. 

Whereas,  the  property  tax  continues  to  provide  a 
significant  source  of  revenue  to  local  governments  in  North 
Carolina;  and 

Whereas,  sound  and  responsible  government  depends 
heavily  on  the  proper  administration  and  collection  of  taxes  from 
existing  tax  revenue  sources;  and 

Whereas,  problems  remain  with  the  efficient 
administration  and  collection  of  property  taxes,  especially  with 
collection  of  taxes  on  motor  vehicles,  household  furnishings  and 
personal  effects,  and  administration  of  exemptions  for  the 
elderly  and  disabled;  and 

Whereas,  G.S.  105-286  reguires  revaluation  of  the  real 
property  in  each  county  at  least  once  every  eight  years, 
resulting  in  many  ineguities  among  taxpayers  that  are  magnified 
in  periods  of  high  inflation  and  can  be  remedied  only  through 
more  freguent  adjustment  of  appraised  values;  and 

Whereas,  current  methods  of  conducting  revaluations  are 
expensive,  thereby  prohibiting  more  freguent  revaluations;  and 

Whereas,  a  thorough  study  of  all  features  of  the 
property  tax  system  is  warranted  in  order  to  promote  the   fairest 


and   most   equitable   property   tax   structure   possible   for  all 
citizens  of  the  State;  and 

Whereas,   this   study   should   provide   a   comprehensive 

approach  to  evaluating  all  aspects   of   the   property   tax   base, 

t 
including   a   review   of  the  public  policy  justifications  for  all 

existing    and     proposed    exemptions    and     preferential 

classifications;  Now,  therefore, 

The  General  Assembly  of  North  Carolina  enacts: 

Section  1.  There  is  established  a  Property  Tax  System 
Study  Committee.  The  Committee  shall  consist  of  15  members.  The 
President  Pro  Tempore  shall  appoint  five  members  of  the  Senate, 
and  the  Speaker  of  the  House  shall  appoint  five  members  of  the 
House  of  Representatives  to  serve  on  the  Committee.  The  Governor 
shall  appoint  five  citizens  to  serve  on  the  Committee,  one  of 
whom  is  a  county  commissioner  and  one  of  whom  is  an  elected 
official  of  a  city  or  town.  All  appointments  shall  be  made  in 
time  for  the  Committee  to  begin  its  work  by  September  15,  1981. 
The  Speaker  and  President  Pro  Tempore  of  the  Senate  shall  jointly 
call  the  first  meeting  to  be  held  on  a  date  no  later  than 
September  15,  1981. 

Sec.  2.  Upon  its  appointment,  the  Committee  shall  meet 
and  elect  from  its  membership  a  chairman  and  vice-chairman. 
Original  members  appointed  to  the  Committee  shall  serve  until  the 
Committee  makes  its  final  report.  Vacancies  on  the  Committee 
shall  be  filled  in  the  same  manner  as  the  original  appointments 
were  made. 

Sec.   3.    The   Committee   shall   make   a   detailed   and 
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comprehensive  study  of  the  efficiency,  effectiveness  and  fairness 
of  the  property  tax  system  in  North  Carolina.  The  Committee 
shall  examine  ail  classes  of  property  that  comprise  the  property 
tax  base,  all  exemptions,  exclusions  and  preferential 
classifications,  and  the  valuation  of  public  utility  property  to 
determine  whether  the  property  tax  system  is  fair  and  equitable 
in  taxing  the  citizens  of  the  State.  The  Committee  shall  review 
current  procedures  for  listing  and  collecting  taxes  on  personal 
and  reai  property  to  determine  how  to  increase  the  efficiency  and 
equity  of  these  procedures.  The  Committee  shall  examine  the 
octennial  revaluation  system  and  evaluate  the  feasibility  of  any 
programs  that  would  aid  the  counties  in  conducting  more  frequent 
revaluations. 

Sec.  4.  On  or  before  February  1,  1983,  the  Committee 
shall  submit  a  final  written  report  of  its  recommendations  to  the 
General  Assembly  by  filing  the  report  with  the  Speaker  of  the 
House  and  President  Pro  Tempore  of  the  Senate.  If  legislation  is 
recommended,  the  Committee  shall  submit  appropriate  bills  with 
its  report.  The  Committee,  in  its  discretion,  may  submit  an 
interim  report  to  the  1982  Session  of  the  1981  General  Assembly. 
The  Committee  shall  terminate  upon  filing  its  final  report. 

Sec.  5.  The  Committee  shall  consult  with  tax  officials 
in  State  and  local  government  and  may  employ  necessary 
professional  and  clerical  assistance.  The  Committee  is 
authorized  to  obtain  assistance  from  the  Department  of  Revenue 
and  the  Fiscal  Research  Division  of  the  Legislative  Services 
Commission. 
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Sec.  6.  The  Committee  shall  meet  in  the  State 
Legislative  Building. 

Sec.  7.  Members  of  the  Committee  shall  be  paid 
subsistence  and  travel  allowances  as  follows: 

(1)  Committee  members  who  are  also  General  Assembly 
members  -  at  the  rate  established  in  G.S.  120-3.1; 

(2)  Committee  members  who  are  also  officials  or 
employees  of  the  State  -  at  the  rate  established  in  G.S.  138-6; 

(3)  All  other  Committee  members  -  at  the  rate 
established  in  G.S.  138-5. 

Sec.  8.  The  expenses  of  the  Committee  shall  be  paid 
from  funds  collected  by  the  Department  of  Revenue  under  Article 
7,  Chapter  105  of  the  General  Statutes.  The  funds  so  expended 
shall  be  deducted  as  in  G.S.  105-213  (a)  for  the  costs  of 
administering  the  intangibles  tax.  Committee  expenses  shall  be 
limited  to  a  maximum  of  seventy-five  thousand  dollars   ($75,000) . 
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Sec.  9.   This  act  is  effective  upon  ratification. 
In   the   General  Assembly  read  three  times  and  ratified, 
S         this  the  10th  day  of  July,  1981. 


JAMES  C.  GREEN      

James  C.  Green 
President  of  the  Senate 


LISTCN  B    RAMSEY 


Liston  B.  Ramsey 

Speaker  of  the  House  of  Representatives 
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APPENDIX    5 

GENERAL  ASSEMBLY  OF  NORTH  CAROLINA 

H  SESSION  1981  PJ1 


HOUSE  DRH11249* 


Short  Title:   Property  Tax  Assistance  Approp.  (Public) 


Sponsors.  Representative  McAlister. 


10 


16 
17 


Referred  to: 


1  A  BILL  TO  BE  ENTITLED 

2  AN   ACT   TO  PROVIDE  AN  APPROPRIATION  FROM  INTANGIBLES  TAX  REVENUE 

3  FOR   ADDITIONAL   TECHNICAL   ASSISTANCE   TO   AND   TRAINING    FOR 

4  PROPERTY  TAX  AUTHORITIES. 

5  The  General  Assembly  of  North  Carolina  enacts: 

6  Section   1.   The  second  unnumbered   paragraph  of  G.S. 

7  105-213  (a)  is  rewritten  to  read  as  follows: 

8  "In  determining   the   amount  to  be  distributed  there  shall  be 

9  deducted  from  net  collections  (total  collections  less  refunds) 
the  following: 

11  (1)   The  tax  credit  specified  in  the  second  paragraph  of 

12  G.S.  105-122(d),  and 

13  (2)   The  cost  to  the  State  to  administer  and  collect  the 

14  taxes  levied  under  this  Article  for  the   preceding 

15 


fiscal  year,  and 
(3)    The   cost  to  the  State  for  the  operation  of  the  Ad 
Valorem  Tax  Division  of  the  Department  of   Revenue 

18  and   of   the  Property  Tax  Commission  for   the 

19  preceding  fiscal  year,  and 

20 
21 
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1  (4)    The   cost   to   the   State   of   the   operation  of  a 

2  training  program   in   property   tax   appraisal   and 

3  assessment   administration   by  the   Institute  of 
k  Government  for  the  preceding  fiscal  year." 

5  Sec.   2.   For  the  purpose  of  determining  net  collections 

6  for  the  fiscal  year  ending  June  30,  1982*  the   following   amounts 

7  shall   be   deducted  in   addition  to  the  amounts  specified  -by  the 

8  second  paragraph  of  G.S.  105-213 (a),  as  amended  by  Section   1   of 

9  this  act  for  the  purposes  indicated: 

10  (1)    One   hundred   thirty   three   thousand  four  hundred 

11  fifty   dollars   ($133,450)    to   fund    additional 

12  appropriations   to   the   Ad  Valorem  Tax  Division  of 

13  the  Department  of   Bevenue   and   the   Property   lax 
111  Commission  for  fiscal  1982-83; 

15  (2)     Seventy  five  thousand  dollars  ($75,000)  to  fund  a 

16  training   program  in    property   tax   assessment 

17  administration   to   be   begun   by   the  Institute  of 

18  Government  in  fiscal  1982-83. 

19  Sec.   3.    This  act   shall   become  effective  on  July  1, 

20  1982- 
21 
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